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Economic Forecast
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High Inflation
likely to kick in
in 3to 5yrs
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Is the US Recession nearing an end?
Chicago Fed (Va fional Activity Index

|
WML A
A

Readings below -.7%
indicate recession.

C ——

Below 1980-82 recession but not
below 1974-75 recession




US Exports stabilizing after ‘08 crash
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SURVEY SAYS
3. 2% GDP in
wrd Qtr.
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Continuing Jobles

Starting to decrease.

Continuing Claims / Payrolls

[l Legend + Track
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AZ Employment at
Oct. 2004 levels
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Housing & Construction
Previous Outlook

Sub-prime -
High-rate
NINJA Loans

Commercial
Construction
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Commercial Property.
BUbble Burst lLast Year

MARTIN, TREASURER 14 OFFICE OF THE ARIZONA STATE TREASURER




Ihw
)
>
Al
(@)
@))
(@))
i
e
©
-’
~
b)
=
>
O
O
=
LLI
-
©)
+—
&)
-
-
Moad
Vp)
-
©)
O
N
<

Jul "90-Mar "91

Recession

Employment at
1996 Levels

Source: Bloomberg 2009 L.P.

OFFICE OF THE ARIZONA STATE TREASURER

¥ HON. DEAN MARTIN, TREASURER

Pg 15




S0 how about some

good news?
. r | just saved a bunch
\ \ off menRey e My, Car
y .’\.\ = [ASUrAAGE!

oy |
TATE TREASURER



http://www.christianpf.com/wp-content/uploads/2007/11/geico-gecko.jpg

AZ Unemployment
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13.5% of US I\/Iortgages Distressed
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Arizona Sales of Existing Homes Moving Up
Clearing out the surplus inventory of homes is good news!

Quarterly Data Jan. 90 through June 2009

35%-45% of
Sales from
Foreclosures
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Arizona Housing Permits: Recovering?
Total Monthly Arizona Residential Building Permits 1995 to August 2009
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In October 2008 we forec

would ease to “‘reqular credi "Dy year end.
3-month LIBOR vs r)vemcrr 1L SWi 2 (Spread)
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[, | Eased, Other indicators also hav
eased but some still above normal ranges
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Sector All Financiz o] VWorldwide
Time Period All Quarters Total Amount
ype
COST: Credit costs/loan chargeoffs/Increased provisions
UNS : Other/unspecified/not broken down
MTGE: Other/Uncategorized Mortgages/Securities
CDO : Collateralilzed debt obligations
RES : Uncategorized residential mortgage asset writedowns
ABS : Non-mortgage Asset-backed securities
CORP: Subsidiaries/Investments in other firms/Corporate Debt
SUB : Subprime RMBS
MONO: Monolines
CMBS: Commercial mortgage-backed securities and real estate
OCI : Revaluation reserve/Other comprehensive income
(DS : Credit default swaps/other derivatives
TRA : Trading losses
LEV : Leveraged loans/Collateralized Loan Obligations
ALT : Alt-A securities
SIV : Structured Investment Vehicles/Asset-backed Commercial...
ARS : Auction-rate securities
PRI : Prime mortgages/securities
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Mortgage

Securities
$154.8 Billion
gztgjrl N ) Credit Costs / Other
Bill : s Loan Charge offs
ST $447.5 Billion

—opyright: Bloomberg L.P. 2009

I Mortgage Asset Write-downs: ‘
| $115.7 Billion
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Interest Rate & Yield Outlook
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July 2009: Rates rising in 2010

Last Calculated 7/28 13:54 NY

Expected Future Outcomes and Most Likely Path(s) ® Show Peripheral Branches
Most Likely Path Probability
12.5% 12% 9% === forward curve
1.50 ;
195 Steady rate hikes at
25 bps each
e ; ! 22%
& 1.00
© 78%
% 075 42% : 22% -
Z . s8%  __-m%
T 050 §2% 49% — 42% —==" 22%
? e :
S 025.._80% *98% %4, L TR, R N 22%
L : il LT ——— e
0.00
-0.25
8/12/09 9/23/09 11/4/09 12/16/09 1127110 31610 4/28/10

Upcoming FOMC Announcement Date  Copyright: Bloomberg L.P. 2009

Note: These scenarios were calculated using Fed Funds futures data. The most likely paths are indicated in red. The dotted

yellow line represents the average expected outcome (forward curve), or the spine of the tree. Warning: The transition probabilities

in the tree are estimated from potentially insufficient information about dynamics of rate changes between two FOMC meetings.
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2009: Rates won'trise as rastin 2010

Method: ® Options  © Futures (Live)  ® Binary Options

Last Calculated 10/27 17:40 NY Expected Future Outcomes and Most Likely Path(s) ™ Show Peripheral Branches

Most Likely Path Probability
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Upcoming FOMC Announcement Date

Copyright: Bloomberg L.P. 2009
Mote: These scenarios were calculated using Fed Funds futures data. The most likely paths are indicated in red. The dotted
yellow line represents the average expected outcome (forward curve). or the spine of the tree. Warning: The transition probabilities

in the tree are estimated from potentially insufficient information about dynamics of rate changes between two FOMC meetings.
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Yield Curve RISInNg on Long End
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FED Rate

Increases
Forecasted
mid 2010
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Government Spending
Impact en Infiation
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ARRUallUS BUGgEL
Surplus / Deficit

Annual US Budget Deficit
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Chasing/LeNAers
(Chinalis #1 lenderto Uss:)

Treasury Secretary Timothy Geithner steered Vice-Premier Wang Qishan during a photo shoot, as the U.S. and
China kicked off meetings in Washington on the economic crisis, climate change and nuclear proliferation. A10

s 2 PR e K oy
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“Nike” Whoosh
Forecast

2006 | 2013
2008
209351\
2009 2011
| 2010 r;

| 2014

High Inflation
likely to kick in
in 3to 5yrs
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Swine Elugoing to prolong
thev US recession?

1
E Kl )
|

P

Pl o Sa td

.. THURSDAY, APRIL 29, 2
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¢ US Suine Flu MEDIA HYPEs»
PIATTS MAY 10. STEVE FINLEY HIT 7
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State Budget Update
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State liotal'@perating Account Average Monthly:Balance

$3,000 1

$2,500

$2,000

$1,500

$1,000 1

$500

Thousands
of Doltars

Total Operating Account Monthly Balance | Housing Bub
July 1990 to present

ble Bursts |

Dec'07-???
Recession

et | N

Jul '90-Mar'91

Recession J“ ,u»u'

1Ty #
Il

_ R A |
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Balance
Actual vs Adjusted for One Time Transfers

ting

State Opera

m Adjusted

m Actual

0LYS

Zras$
6ELS

08
£19%

955

e N

L ———

ous W1 T

/I R

o ——————
ag T 7

T
L

II 812"
e i
ol
_—

$2,500 -

-$500
-$1,000
-$1,500 -
-$2,000 -
-$2,500

60-das
60-Bny
60-Inr

go-unp
60-Aey
60-1dy
60-1el
60-024

60-uer
80-99(Q
80-AON
80-1°0

g0-des
80-bny
80-Inr

go-unp
80-Aepy
80-4dy
80-1el
80-024

go-uer
10-99Q

L0"AON

L0120

10-das
10-Bny
L0-Inp

Lo-unp
L0-Aey
10-ady
L0-tel
10-924

10-uer
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State of Arizona Operating Cash Balance On A Downward Trend

Percent:Change in @perating Account':Balance

100%
75%
50%
25%
% ; . ] T T
_Fl: _25% ] 5 5 5 ?
8 -50% Jan 2008 -21.6% ‘%\‘
Jun 2008 -60.8% . \i
-75% i
April, May, Sept '!
2009 -98%
-100% -
Aug 2009 ‘
125%
-125%

- Al \ \ %
55 . Ay \ P R N
Y ‘Qr_ml"’ . [ 3 S8v
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How didiwe keep the lights en?

Where did the moeney. come Erom?

Z b sopms, | —
T adhe .
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Where did the money: come Erom?

e State Agencies Diversified Pool 3.
e Has about $1.2 billion/in assets.
e Consists ofinon-general fund state

LD agency funds allowed to earn
b interest.
e Purchased Treasurer’s Warrant
(18 Notes rather than Treasuries,

AQENCIES, Or ReEPO.

We Will Not Tap Any LGIP Funds
For State Borrowing.

. '.. y “ - P . ? ' pr— n - .
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LGIRP Periormmance

4th Quarter and FY 2009 Y TD
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S & P Rating of Pool 5 =2
AAf
AAAT / S1 AR
N
We Continue s1 [BBB
. . f
To Maintain  [RFN | o ‘e
. P ihtd | BB+
The Highest KNG { .. ==
. 5 BB-f
Rating From ~ o | B
S & P ng#
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EYA10 RPerforimance

Operating Revenue te the State off Arizena
State Agencies, Endewment and_LGIP Clients

Y ID'EY 2010 Earings Distributed:

$26,539,605

($337,349 thousand for general fund)
($18.1 million for StaterAgencies)
($8.06 million for lLLocal Govi.’s)

T _’ R ¥
T - et s
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| GIP — Pool 5

$1.576 Billion as of:9/30/09

WAM =40 days* (weighted
average maturity)

NAV - 998 (Net'/AssetiValue)

Total Net Assets (Millions)

Weighted Average Life (Years)

Weighted Avg. Effective Duration (Years)
Weighted Average Rating

Number of Holdings

Duration: Asset Mix:

mO-1Yrs B Cash And Cash Equivalent
B Cash And Pending

| Fixed Income

lul-09 Aug-09 Sep-09
100.0%
—YT0 Pool 5 (LGIP] =——YTDS&P LGIP Index  ——Y%TD 3 Month Thill




. GIP — Pool 7

o $2.6 Billion as of9/30/09

o \WANM=—22 days? (weighted
average maturity)

o NAV—51.00 (Net/AssetValue)

Total Net Assets (Millions)
Weighted Average Life (Years)

Weighted Avg. Effective Duration (Years)
Weighted Average Rating

Number of Holdings

Duration: Asset Mix:

B Cash And Cash Equivalent
B Cash And Pending
1 Fixed Income

100.0%

e Short ilerm
Eixed Income

e EUlllFaith &

Credit (Backed

Py US lreasuries
@nly)

—— YT Pool 7 (LGIP-GOV) ——YTD S&P LGIP-Gov Index  ——YTD 3 Month Thill

Pgi517
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L. GIP — Pool 500

longlerm Eixed Income

$72.9 million as 61 9/30/09
Duration 1.52 years

Eloating Net’/AssetValue

Total Net Assets (Millions) 72.9
Weighted Average Life (Years) 1.78
Weighted Avg. Effective Duration (Years) 1.52
Weighted Average Rating
Number of Holdings

9.5%

5% 2.9% 4.0% 10% 1.4% 06% 0.7%

AGY AAA AA+ AA  AA- A+ A A- BBB+ BB+ NR

Duration: Asset Mix:
10.9%

mO-1Y

m1-2Yrs !

m2-4Yrs B Cash And Cash Equivalent Jul-08 Aug-09 Sep-09
4-8Yrs @ Cash And Pending

™ NRE . Fixed Income =——YTD Pool 500 (LGIP Long-Term)  =——%TD Merrill 1-5 US DM Index

Y & SRR : b i{‘;'!,_u
4 N S - g " e
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Responding o Credit:Crunch:

Increased Allocation te: UST and ' US Govi. Agency: Discount Notes
Smalll allecation to CP: in 3™ Quarter

aooo  Pool5 Asset Allocation =

2
S

23,500 - S| p—
$3,000 Ve
-

$2,500
$2,000
$1,500
S1009
Corporate Note

$500

S0 ~
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Responding to Credit: Crunch:
Reduction in Corperate Exposure

$1,050.00
$1,000.00
$950.00
$900.00
$850.00
$800.00
$750.00
$700.00
$650.00
$600.00
$550.00
$500.00
$450.00
$400.00
$350.00
$300.00

Pool 5 Corporate Notes

Corporate

Credit exposure

reduced 66%

since 9/30/08

Corporate Credit
exposure down
76% since 1/1/08

1-Jan-08 1-Mar-08 1-May-08 1-Jul-08 1-Sep-08 1-Nov-08 1-Jan-09 1-Mar-09 1-May-09 1-Jul-09 1-Sep-0¢

o« h ‘ir,gl? -
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Responding to Credit:Crunci:

Reduction in Commercial Paper and Asset Backed
Commercial Paper (CP/ABCP)In Poeol 5

Pool5 Total Commercial Paper Exposure

1,300,000,000
1,200,000,000
1,100,000,000 A
1,000,000,000 A
900,000,000
800,000,000 -
700,000,000
600,000,000 A
500,000,000 A
400,000,000 A
300,000,000
200,000,000
100,000,000 -

“ u

Jul-07 Nov-07 Mar-08 Jul-08 Nov-08 Mar-09 Jul-09

it e Yy 'h
i 2 e i
Y £ \’k . e pol 2 ‘:' ",':(_,
1 .. B -
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Responding te Credit Crunch:

Only. 15 Corporaie Credits  Remain in Pool

Holdings Remaining:
American Express $ 2.5 million

ATT $22.5 million
Caterpillar $ 5.0 million
GE Capital (2) $31.3 million
Merrill Lynch $14.7 million
Wells Fargo $10.0 million

JP Morgan $40.0 million
Goldman Sachs (2) $14.8 million
Walt Disney $15.0 million
Bank of America $10.0 million
Bank of New York $13.0 million
Phillips Petroleum $10.0 million

Coca-Cola CP $20.0 million

Total $208.9 million
OFFICE OF THE ARIZONA STATE TREASURER




NEW LGIP Improvements

‘New Custodian Bank April 1st.
Accounting transition took place July 1.

«Statements should be available faster
(conversion issues delayed some statements, but those issues

should now be resolved).

*Better on-line access to accounts (online Yield
coming soon!)

eSecurities Lending to cover cost of contract
and possibly provide additional revenue to
Investment pools.

e O e R
”l’\i o S
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NEW LGIP Online Account Access
http://www.AzTreasury.goV/l html

Dean Martin
Office of the Arizona State Treasurer State Treasurer

About Us
:ews. & Undated Local Government Investment Quarterly Meeting & Conference Call
anking Services
Investment Services New cji ) ) . .
Endowment Services 2L Click here to download archived presentation, April 30th, 1:30pm
LGIP Aeie click here to download pdf slides from Quarterly Meeting April 30, 1:30pm
» LGIP Online Bankin Click here to download archived presentation, Jan 29th, 1:30pm .
- Pool Pertormancs ? | Ciick here to download archived presentation, Oct 23rd, 1:30pm gu:;terly Me:t::' g
» Portfalio Compostion | Click here to download archived presentation, Jul 24th, 1:30pm J:L 3‘;::'1‘;‘; : &
by Asset Type (Please note, 3 onetime downioad of software is necessary to view presentation, click g PP
: o here to downioad software) (view agenda pdf)
» Portfolio Composition

Please note: All
b_y Rating Letter to LGIP Investors meetings are open to
Services

the public.
Forms As an important customer to the Office of the State Treasurer, | want to
:zp'w:';_‘?“:( opportunity to inform you of some important developments and our plag
CO:::; u:' B customer service and efficiency in my administration. Read More >»

Aeiw LGIP Online System - (https://arizona.olaccess.com) Play Financial Football

online and start turning
dollars and cents into

yards and tou Wns.
Click Here to learn more

N

Using this system, you will be able to make deposits, withdrawals, or transfer 4 \V/ A
transactions to your LGIP account{s) online. Additionally, you will be ahle to generate m? _""
statements showing transactions and account balances for any custom period since the e S
inception of your LGIP account.

OFFICE OF THE ARIZONA STATE TREASURER



http://www.aztreasury.gov/lgip.html

ZOOGRNO)
: * B - A

Online Access Avallable Now Tor:
AllFEGIP  Acecounts

Dean Martin

7 Qffice of the Arizona State Treasurer State Treasurer

Help Center
Logout

IJzar D |
Current PR

Cancel

Ifyou have any questions conc rr||r|1 ouraccountinformation please contact us
at 602-6 g the n-5pm kon- Frl

[fywou have are having difficulty accessing this website please contact 513-878-4100.

*All IPAS users already sent User ID & PINs

*Non-IPAS users will receive User ID & PINs from
JP. Morgan Chase in about a week

. _:...A,m»,\ e _ 3 ==
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When youleogon te the site for the first time, you
Will'he asked to verify your, Emailladdress to
PreCEED.

'3@1‘! Dean Martin
&= Office of the Arizona State Treasurer State Treasurer §

Eﬂeglﬁ] Center Initial User Registration

The PIM provided by your Administrator must be activated. Make any required updates to
your e-mail address and then press Continue.

Userid AZUSER11
E-mail address ERIK NOVAK@ JPMORGAN.COM

Continue || Clear

4 N S .=
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Provides LList o all’Accounts

Dean Martin
’ Office of the Arizona State Treasurer State Treasurer

Account Lising Account Listing

Account Detail
FPurchase

Redemption - .
Registration
Exchange

Transfer CITY OF BOSTON
Account History SCHOOL DEPT

Fending Transactions Fund Humber Shares Balance
Reports SMALL CAP FUND 1141 210.526 52 62047
E-mail Change MUIG)
Help Center T
Logout CORE BOMND FUND aog 0.000 £0.00
[(GUWKE)

CORE BOMD FUMND 1141 0.000 50.00
(GWEKE)

MOMEY MARKET FUMD 998 9144230 59144 23
(T3GHX)

MOMEY MARKET FUMD 1141 15,005.000 513,005.00
(T3GHX)

Faortfolio Totals B26,778.70

Click on the fund name to view account infarmation.

/ *Qr_‘LI«":
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Deposits Can Be Made Online

"' Office of the Arizona State Treasurer

Dean Martin
State Treasurer

Accaount Listing
Account Detail
Purchase
Fedemption
Exchange
Transfer
Account History
Fending Transactions
Feports
E-mail Change
Help Center
Lagaut

Purchase - Step 1 of 3

Arcount Registration

Account MumberFund

Purchase Amount
Purchase Method

Crallar Amoaunt

Contact Info
E-Mail Addrass

The Arizona State Treasurer Investment services Group is available 8am — Spm, Monday through

CITY OF BOSTOMN
SCHOOL DEFPT

3GMONEY MARKET FUMND %

FED'WIRE

ERIE.MNOWAKE JPMORGAN. CORM

Mext Step Cancel

Friday. The telephone number is 602-604- 7532




Online Withdrawals

Office of the Arizona State Treasurer

Dean Martin
State Treasurer

Account Listing
Account Detail
Furchase
Redemption
Exchanoe
Transfer
Account History
Fending Transactions
Repoaorts

E-mail Change
Help Center
Logout

£

Redemption - Step 1 of 3

Account Registration

Account MumberFund

Redemption Amount

Amount
Fayrment Method

Contact Info
E-tlail Address

CITY OF BOSTOMN
SCHOOL DEPT

| 1M SMALL CARF FURND

" Dollaramount © Al Holdings

Wire Payment + |

ERIK.NOWARKE JPRMORGAN. CORM

Mext Step Cancel

The Arizona State Treasurer Investment Services Group is available Sam — Spm, Monday through
Friday. The telephione number is 602-604-7332.

& ‘Qr_,L..’:"
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Transfers Between Accounts

Y Office of the Arizona State Treasurer

Dean Martin
State Treasurer

Account Listing
Account Detail
Furchase
Redemption
Exchande
Transfer
Account History
Fending Transactions
Repors
E-mail Change
Help Center
Logout

Transfer - Step 1 of 3

Account Redistration CITYy OF BOSTOM

SCHOOL DEPT
| 1141/ CORE BOMD FURD

From Account MumberFund

To Account MumberFund & |

Transfer Amount

" Dollar Amount © &l Holdings
Armount

Contact Info

E-Mail Address ERIK. MNOVAKEIPMORGAMN. COM

MNext Step Cancel

The Arizona State Treasurer Investment Services Group is available 3am — 3pm, Monday through

Friday. The telephone number is 602-604-7332.

'3 p Y

S 7
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View Pending Transactions

Office of the Arizona State Treasurer

Dean Martin
State Treasurer §

Account Listing
Account Detail
Furchase
Redemption
Exchange
Transfer
Account History
Pending Transactions
Reports

E-mail Change
Help Center
Logout

Pending Transactions

Account MumberFund

Established date

998/MONEY MARKET FUND

W

Effective date Description

There is no pending activity for the selected Fund and Account.

Dollars Shares

*This page displays any trades that have been placed but have
not posted. Example: Future dated trades.




btain Account H

Dean Martin
Office of the Arizona State Treasurer State Treasurer

Account Listing
Account Detail
Furchase
Redempticn
Exchange Account NumberFund | ggg/MIONEY MARKET FUND
Transfer
Account History StartDate |gg  |jog  ||2009
Pending Transactions (ML oy :

Reports End Date pgg ALY /2009
E-mail Change (MDD DAY YY)

Help Center
Logout

Statement of Account

Transaction TyPe | Al Transactions |+

Display History Download Transactions Qluicken-0if Farmat
Spreadsheet

Trade Date Description
Amount S5hare Price Shares Share Balance
0G/0B8/2008 TRAMSFER CUT
-£1,000.00 1.00 -1,000.000 9,144,230
To Account 1141
Confirmation # 20090608115832183200

06/08/2002 FPURCHASE WIRE

$1,000.00 . 1,000,000 10,144,230
Confirmation &# 20090608115521682700

SUMMARY
Beginning Balance: $10,144.23
Total Deposit: $1,000.00
Total Withdraweals: -51,000.00
Total Interest: 50.00
Current Balance: 352,144.23




Search for Specific Time 1n Account Histor

‘ Help ‘ Close

M

Arizona State Treasury Account History Page 1 of 1

Statement of Account

Account History Lietail

Registration: CITY OF 805TON
PARKS DEPT

Account Mumber; 258
Ag of Date: 05/0E8/Z008

Description
Amount Share Price r Share Balance
TRANSFER OUT
-£1,000. 0D 1.00 - 0,144 230
To Accownt 1141
Confirmation # 200%06051158351 8300

PURCHASE WIRE

N

Confirmation # 2005060811 552162700

SUMMARY
ing Balanee: 510,144.23
Total Deposit: 31,000.00
Total Withdrawals: -31,000.00
Total Interest:
Current Balance: =%

W
henistory;page can be previewed or printed. You may, preview the results first

through Elle menu; or;just press the print-button'on your, browser,

L \ ’ 2o v
=] Z - LAY
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2009/ Legisiative’Agenda

*HB2271: Moves mid-term Pools 500 and 700 from Title 41
to Title 35 and allows State Funds to participate in mid-
term pools. THIS MEANS YOU DO NOT NEED A NEW
RESOLUTION TO START INVESTING IN POOL 500 or 700.

*HB2425: Lowers the maximum management fee from 12
to 6 basis points (currently 6 basis points). Allows
operations of office to be paid for from management fees.

*HB2103: Allows office to hire legal counsel.

il e, i P ; A gl S 4 A ¥
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2010 lLegisiative’Agenda

« Sunset Review of Board of Investment
Adding Confirmation Process

Add BOIl member for Endowments
*Codify practice of quarterly meetings

sConstitutional Changes for Endowment
Distribution and Investments

il e, i Py ; A gl S 4 A ¥
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Endowment: Performance

Ath Quarter FY 2009

o -
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Endowment FY 10 1st

(in Thousands)

Change since FY 2009 YOY

o

=
$2,600,000 —

%2,400,000

$330,000
$320,000
$310,000
$2,000,000 $300,000
$200,000
$280,000
$270,000
$1,400,000 $260,000

Thousands

Thousands

2,200,000

51,800,000

1,600,000

51,200,000 250,000
£240,000

51,000,000 ) )
Unrealized Gains

Shares BookValue Market Value

17.45%
Per ance

1.83%

Shares Book WValue Market Value




Endowment FY 10 1st

(in Thousands)

B

S & P50O0 S& P 400 Fixed Income

B Benchmark M Weighted Return

i

4 " £ Voii s
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Permanent: Schooel Fund

Change In 1st Quarter YOY i tousands)

-
2,400,000 B Sep-08 MW Sep-09

s
5

2,200,000

Thousands

52,000,000
1,800,000
51,600,000

51,400,000

51,877,093
$2,395,211

1,200,000

51,000,000
Market Value

$300,000

Thousands

$290,000
$280,000
$270,000
$260,000
$250,000
$240,000
$230,000
$220,000

Performance

2.38%

y —~ . . ,
! Q&[)L"" P ¥
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Distributions are based on a five
year relling average

2005 Distributions 2006 Distributions 2007 Distributions 2008 Distributions

2005,

Beneficiaries receive 20% of each year's
earnings (less inflation) for five years.

s e e W
‘ -0
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HOW e Formmula WOIKS

(Permanent Eundiexample)

FY 2005 6.59%
FY 2006 4.68%
FY 2007 12.07%

FY 2008 (2.46%)
FY 2009* (11.4%)

Average 1.90%

5 average of annual rate of return — 5 y=zir zivarage of GDP orice Deflaior

Aver cUEY) ne:mrrll VATICIRETS f.’-:.l..lr' (O PIEVIBUS BUITIORIIS = INext Year's Distrbution

-=a

~ i




Constitutional Formula

e Although S year performance s poesitive and
Producing earnings,

e O \Vear inflation average s nigher.

e \\Vheninflation eEXceeds earnings, the
Constitution & Enabling ACt: pronipIts
distributions by the Board of/investments.

e \\Ve recommend/ changing the fermulato a much
more stable and predictable 2% ol market:value.

e Prevents Wild swings in distributions

% C B A
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How Does Arizona’s
Endowment Compare To
Other Endowments?

: e ¥ S % A e e ! ~
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How Does Arizona’s
Endowment Compare To Other

Endowments?
EYQ9 1st & 2nd quarter market value
University of Yale Harvard Boston
Chicago Endowment | Endowment College
down 25-30% | down 25% down 22% down 25%

Arizona State Trust Endowment
Relative Market Value Change Outperformed by:

14-19%

14%

11%

14%




Our Investment Philosopniy

SAEEIY

pefore

L IQUIDINFY

pefore

YIELD
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(QUEstions?

Rlease Use chat.orphone

remember.toidentify.yourselil

THANK YOU
We Appreciate Your Business!!!
Next Quarterly Meeting:
Thursday, January 28, 2010 1:30pm
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